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All four of the stores 
shown here were opened on 
one day — September 29, 1966. 

It is planned that a total of 
twenty-five stores will be opened in 
the year ending August 31 , 1967 — 
twenty-one were opened 
in the year covered by this report. 

During the past seven years , 

Thrifty opened 156 stores, 
more than half the total number of 
stores operative at 
August 31, 1966. 























HIGHLIGHTS OF THE YEAR 


NET SALES . 

PERCENT INCREASE OVER PREVIOUS YEAR . 
NET INCOME AFTER TAXES . 

PERCENT INCREASE OVER PREVIOUS YEAR . 

EARNINGS PER SHARE. 

COMMON SHARES OUTSTANDING 


For Year Ended 

August 31,1966 

$ 243 , 260,850 
7.25 % 
$ 7 , 255,922 
15 . 23 % 
$ 1.56 
4 , 656,814 


For Year Ended 

August 31, 1965 

$ 226 , 819,103 

7 . 59 % 

$ 6 , 296,761 

16 . 19 % 

$ 1.34 

4 , 647,814 
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Ttu-ifti/ 


THRIFTY DRUG STORES CO. INC. 


LETTER TO SHAREHOLDERS 


During the fiscal year which ended August 31, 
1966, our sales and profits continued to break all 
previous records. 

Our sales reached a new high of $243,261,000 
compared with $226,819,000 the previous year, an 
increase of $16,442,000. This new sales record rep¬ 
resents the thirty-seventh consecutive year in which 
sales have increased over the preceding fiscal year. 

Consolidated net income before taxes amounted 
to $13,821,000 compared with $12,226,000 for the 
previous year. Consolidated net income after taxes 
amounted to $7,256,000 compared with $6,297,000 
for the previous year, an increase of 15.23%. These 
earnings established new record highs for the 
twelfth consecutive year. 

Common share earnings were $1.56 per share on 
the 4,656,814 common shares outstanding at the 
end of the 1966 fiscal year, compared with $1.34 
per share on the 4,647,814 common shares out¬ 
standing at the end of fiscal 1965. The additional 
9,000 shares were issued under the company’s 1953 
stock option plan. The earnings of Thrifty Realty 
Company, a wholly-owned subsidiary, not signifi¬ 
cant in either year, are included in the income state¬ 
ments for both years. 

During the past fiscal year we opened 21 stores 
and closed four stores, so that at August 31, 1966, 


we were operating 272 stores; 12 existing stores 
were completely modernized and two stores were 
partially remodeled. Based on the total number of 
stores open at the end of the fiscal year, including 
the older and smaller stores, our average sales per 
store amounted to $894,342. 

On August 31, 1966, we had leases on 49 new 
store locations. In addition, Thrifty Realty Com¬ 
pany had acquired five sites, on four of which new 
Thrifty stores will be built and on the fifth of which 
a new film plant is under construction. Barring 
unexpected developments, 25 new stores, including 
the Realty units, will be opened during Thrifty’s 
fiscal year ending August 31, 1967. 

In May 1966 we completed the construction of our 
new distribution center of approximately 200,000 
square feet in Anaheim, California. We now operate 
four distribution centers comprising a total of 
880,000 square feet. In addition, during the past 
year we improved and enlarged our ice cream plant. 

Since our operations are centered on the west 
coast and a large portion of our shareholders reside 
in California, on April 15, 1966, we effected the 
listing of our common shares on the Pacific Coast 
Stock Exchange in addition to our previous listing 
on the New York Stock Exchange. In August 1966 
we had 7,939 shareholders in 48 states, the District 
of Columbia, and 13 foreign countries. 


November 18, 1966. 




The company’s Retirement Trust owns 19.3% and 
members of the Board of Directors, our officers and 
their families own 22.5% of the common shares 
outstanding. 

We declared and paid dividends of $2,791,088 on 
our common shares during fiscal 1966, representing 
quarterly payments of 15 cents a share on the shares 
outstanding. 

We are very proud of the approximately 8,000 
individuals associated with our company. Unques¬ 
tionably their loyalty, dedication and joint efforts 
are the principal reasons for our successful record. 

In the succeeding pages of this report there are 
comparative statements showing the results of our 
operations for the past two fiscal years and the 
financial condition of the company as of August 31, 
1966 and August 31, 1965, together with a 30-year 
chart showing the growth of the company since 
1937. We have also included balance sheets of 
Thrifty Realty Company as of August 31, 1966 and 
August 31, 1965, and the related statements of in¬ 
come for those years. 

We will all continue to exert every effort to build 
an organization which will be noted for the high 
level of its relations with its employees and for its 
attractiveness as an investment for its shareholders. 

Respectfully submitted, 

H. H. BORUN LEONARD H. STRAUS 

Chairman of the Board President 





















THRIFTY DRUG STORES CO. INC. and Consolidated Subsidiaries 



1966 

1965 

CURRENT ASSETS: 

Cash. 

$ 4,017,257 

$ 6,496,018 

Certificates of deposit. 

10,000,000 

3,000,000 

Bank notes receivable. 

— 

7,000,000 

Accounts receivable. 

2,420,313 

2,635,411 

Merchandise inventories, at cost, 

not in excess of market. 

50,135,923 

41,640,094 

Merchandise in transit, at cost. 

2,585,789 

2,558,342 

Total current assets. 

$69,159,282 

$63,329,865 

PREPAID EXPENSES . 

$ 3,181,615 

$ 2,773,522 

INVESTMENT IN UNCONSOLIDATED SUBSIDIARY (Note 1) . 

$ 80,806 

$ 65,297 

STORE AND OTHER FIXTURES, EQUIPMENT, AND 

LEASEHOLD IMPROVEMENTS: 

Cost. 

$13,113,018 

$11,611,707 

Less — Reserves for depreciation and 

amortization. 

6,857,074 

6,471,256 


$ 6,255,944 

$ 5,140,451 


$78,677,647 

$71,309,135 





The accompanying notes are an integral part of these statements. 




























CONSOLIDATED BALANCE SHEETS, August 31, 1966 and 1965 


LIABILITIES 


CURRENT LIABILITIES: 

Accounts payable .... 

Accrued liabilities .... 

Federal income taxes ... 
Current maturities of notes payable 

Total current liabilities 


1966 

$21,055,228 

5,860,345 

2,968,214 

517,000 

$30,400,787 


1965 


$15,316,748 

6,364,181 

4,815,899 

517,000 

$27,013,828 


NOTES payable: 

Due in approximately equal annual installments to 
1971 (current maturities included above) . 

Due in ten equal annual installments 

beginning in 1972 . 


$ 1,883,000 

2,500,000 
$ 4,383,000 


$ 2,399,000 

2,500,000 
$ 4,899,000 


COMMON STOCK AND SURPLUS: 

Common stock, without par value, authorized 

6,000,000 shares, outstanding 4,656.814 in 1966 
and 4,647,814 in 1965 (Note 2) . . . . 

Capital surplus. 

Earned surplus (Note 3). 


$ 1,255,008 
3,578,889 
39,059,963 

$43,893,860 

$78,677,647 


$ 1,252,578 
3,548,600 
34,595,129 

$39,396,307 

$71,309,135 


The accompanying notes are an integral part of these statements. 
































THRIFTY DRUG STORES CO. INC. and Consolidated Subsidiaries 


STATEMENTS OF CONSOLIDATED INCOME 
For the Years Ended August 31 , 1966 and 1965 



1966 

1965 

REVENUES: 



Sales. 

$243,260,849 

$226,819,103 

Other store income. 

168,742 

160,392 


$243,429,591 

$226,979,495 

COSTS AND EXPENSES: 



Cost of goods sold, buying and occupancy 

$174,288,319 

$163,170,206 

Selling and administration. 

54,835,707 

51,031,091 

Contribution to employees’ retirement plan . 

Other (income) expense — 

725,755 

643,808 

Equity in net (income) loss of unconsolidated 

subsidiary (Note 1). 

(15,509) 

9,753 

Miscellaneous items, net (including interest 
expense of $247,995 in 1966 and $270,361 
in 1965 on notes payable). 

(225,603) 

(101,124) 


$229,608,669 

$214,753,734 

INCOME BEFORE FEDERAL INCOME TAXES. 

$ 13,820,922 

$ 12,225,761 

PROVISION FOR FEDERAL INCOME TAXES. 

6,565,000 

5,929,000 

NET INCOME (Note 5). 

$ 7,255,922 

$ 6,296,761 


The accompanying notes are an integral part of these statements. 
























STATEMENTS OF CONSOLIDATED SURPLUS 

For the Years Ended August 31, 1966 and 1965 



1966 

1965 

CAPITAL SURPLUS: 

Balance, beginning of year. 

$ 3,548,600 

$ 4,113,749 

Add — 

Excess of proceeds over stated value of Common 
Shares issued under stock option agreements 
(Note 2). 

30,289 

62,306 

Deduct — 

Amount transferred to stated capital in connection 
with 100 percent stock dividend .... 


627,455 

Balance, end of year. 

$ 3,578,889 

$ 3,548,600 

EARNED SURPLUS: 

Balance, beginning of year. 

$34,595,129 

$26,760,631 

Add — 

Net income. 

7,255,922 

6,296,761 

Gain on sale of stock of Sav-On*Drugs, Inc. held 
for investment net of applicable Federal and 
state taxes (Note 5). 


4,496,000 

Deduct — 

Dividends — Cumulative Preferred Shares — 

Series A. 


37,636 

Series B. 

— 

22,039 

Dividends — Common Shares. 

2,791,088 

2,557,838 

Cost of Common Shares purchased .... 

— 

340,750 

Balance, end of year (Note 3). 

$39,059,963 

$34,595,129 


The accompanying notes are an integral part of these statements. 



























THRIFTY DRUG STORES CO. INC. and Consolidated Subsidiaries 


STATEMENTS OF CONSOLIDATED SOURCES AND USES OF FUNDS 


For the Years Ended August 31, 1966 and 1965 



1966 

1965 

SOURCES OF FUNDS : 



Net income. 

$ 7,255,922 

$ 6,296,761 

Depreciation and amortization. 

988,876 

919,467 

Sale of stock of Sav-On-Drugs, Inc. net of applicable 



Federal and state taxes. 

— 

7,385,000 

Sale of stock under stock option plan. 

32,719 

71,382 


$ 8,277,517 

$14,672,610 

USES OF FUNDS; 



Dividends. 

$ 2,791,088 

$ 2,617,513 

Retirement of Cumulative Preferred Shares . 

— 

1,806,500 

Purchase of Common Shares. 

— 

340,750 

Reduction in long-term debt. 

516,000 

517,000 

Additions to properties, net. 

2,003,872 

787,009 

Increase in working capital. 

2,442,458 

8,332,315 

Other. 

524,099 

271,523 


$ 8,277,517 

$14,672,610 

The accompanying notes are an integral part of 

these statements. 



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
August 31, 1966 

(1) The consolidated financial statements include the accounts of the company and its wholly-owned 
subsidiaries, Borun Bros, and Discount Drug Stores. All significant intercompany accounts and transactions 
have been eliminated. The company’s investment in Thrifty Realty Company is carried at an amount equal to 
the net assets of such subsidiary; and the company’s equity in the net income of Thrifty Realty Company has 
been included in the accompanying consolidated financial statements. 

(2) At August 31, 1966, 103,400 of the company’s unissued Common Shares were reserved for sale to 
certain employees under a stock option plan, and options covering 63,200 shares at prices ranging from $9,375 
to $21,125 a share were outstanding. The outstanding options can be exercised only by a California resident 
remaining in the employ of the companies for at least nine years from the date of issuance for options granted 
under the plan prior to its 1965 revision or four years and eleven months for options granted under the plan 
as revised in 1965, except in the case of retirement at or after age 65. Options may not be granted for less 
than 100 percent of fair market value at date of grant. 

Transactions during the year are summarized below: 

Shares 


Options outstanding — August 31, 1965 . 62,200 

Deduct — 

Exercised.9,000 

Canceled. 5,000 14,000 

Add — 

Granted. 15,000 

Options outstanding — August 31, 1966 (none exercisable) . . . 63,200 


(3) Under the terms of the loan agreements, approximately $18,100,000 of the consolidated earned surplus 
balance at August 31, 1966 was restricted against the payment of dividends on and the acquisition of Common 
Shares. 

(4) The companies have leases on real and personal property expiring at various dates from 1967 to 1995. 
The rentals payable under these leases are on four principal bases: namely, fixed rentals, percentage-of-sales 
without minimum, percentage-of-sales with required minimum, and percentage-of-sales with minimum payable 
to prevent cancellation. The aggregate annual amounts payable as fixed rentals, minimum rentals, and minimum 
rentals to prevent cancellation approximate $4,494,000 (excluding $840,000 on leases with Thrifty Realty Company 
and $741,000 on leases applicable to stores not open, fixtures for stores not open, and restaurants not open, at 
August 31, 1966). 

(5) In December, 1964, the company sold the stock it held for investment in Sav-On-Drugs, Inc. at a gain 
of $4,496,000 (after applicable Federal and state taxes). This gain has been credited to earned surplus in the 
accompanying financial statements. 




































THRIFTY REALTY COMPANY 

BALANCE SHEETS — August 31, 1966 and 1965 


ASSETS 




1966 

1965 

property, at cost: 



Buildings and land improvements. 

$10,205,921 

$7,284,914 

Store fixtures. 

361,859 

408,999 


$10,567,780 

$7,693,913 

Less — Reserves for depreciation and amortization 

2,599,950 

2,319,849 


$ 7,967,830 

$5,374,064 

Land. 

2,711,212 

1,842,536 


$10,679,042 

$7,216,600 

CASH . 

370,728 

82,365 

CERTIFICATES OF DEPOSIT . 

— 

850,000 

ACCOUNTS RECEIVABLE . 

48,184 

64,872 

PREPAID EXPENSES . 

369,132 

308,321 


$11,467,086 

$8,522,158 

LIABILITIES 



NOTES PAYABLE (Note). 

$10,995,979 

$7,924,959 

CONTRACTS PAYABLE . 

$ 75,001 

$ 259,295 

ACCRUED TAXES, etc. 

$ 315,300 

$ 272,607 

CAPITAL STOCK AND SURPLUS: 



Capital Stock 



Authorized, 75,000 shares of $1.00 par value 



Outstanding, 200 shares. 

$ 200 

$ 200 

Capital surplus. 

$ 70,108 

$ 70,108 

Earned surplus (deficit) — 



Balance, beginning of year. 

$ (5,011) 

$ 4,742 

Net income (loss) including for 1966 the 



Federal income tax reduction from carry¬ 



forward of operating losses of prior years . 

15,509 

(9,753) 

Balance, end of year. 

$ 10,498 

$ (5,011) 

Total capital stock and surplus .... 

$ 80,806 

$ 65,297 


$11,467,086 

$8,522,158 


The accompanying note is an integral part of these balance sheets. 


















































THRIFTY REALTY COMPANY 
STATEMENTS OF INCOME 
For the Years Ended August 31 , 1966 and 1965 



1966 

1965 

RENTAL AND OTHER INCOME . 

$1,173,272 

$939,932 

EXPENSES: 



Interest . 

$ 435,862 

$317,479 

Depreciation. 

311,023 

273,322 

Property taxes. 

229,309 

213,792 

Salaries. 

84,009 

59,851 

Insurance . 

12,377 

19,245 

Other. 

83,650 

56,816 

Liquidation expense of predecessor corporation . 

1,533 

9,180 

Total expenses. 

$1,157,763 

$949,685 

Net income (loss) before Federal income taxes . 

$ 15,509 

$ (9,753) 

FEDERAL INCOME TAXES APPLICABLE TO ABOVE INCOME . 

3,400 

— 

Net income (loss) before special credit . 

$ 12,109 

$ (9,753) 

SPECIAL CREDIT, Federal income tax reduction from carry¬ 



forward of operating losses of prior years .... 

3,400 

— 

Net income (loss) including for 1966 the 

Federal income tax reduction from carry¬ 



forward of operating losses of prior years . 

$ 15,509 

$ (9,753) 


The accompanying note is an integral part of these statements. 


THRIFTY REALTY COMPANY 

NOTE TO FINANCIAL STATEMENTS 


NOTES PAYABLE — 

Notes payable to insurance companies and banks at August 31, 1966 are summarized as follows: 

Secured by deeds of trust and assignment of leases for premises; payable in monthly and 

quarterly installments totaling $158,230 per quarter including interest at rates of: 5 % — $ 5,959,209 


5%% — 1310,550 

6 % — 1,152,873 

5% percent trust deed notes; payable in monthly installments of $2,376 to June 1, 1970, 

at which time the remaining balance of $143,960 becomes due. 211,572 

Installment notes secured by assignment of leases on store fixtures; payable in monthly 
installments aggregating not less than $34,500 a year including interest at rates vary¬ 
ing from 4% to 5% percent. 186,775 

Interim construction loans bearing interest at 5.3 percent. 2,175,000 


$10,995,979 



































Arthur Andersen & Co. 

1320 WEST THIRD STREET. LOS ANGELES 


To the Board of Directors, 

Thrifty Drug Stores Co. Inc.: 

We have examined the consolidated balance sheets of thrifty drug 
stores co. INC. (a California corporation) and consolidated subsidiaries 
as of August 31, 1966 and 1965, and the related statements of income, sur¬ 
plus and sources and uses of funds for the years then ended. We have also 
examined the balance sheets of thrifty realty company (a California cor¬ 
poration), an unconsolidated subsidiary, as of August 31, 1966 and 1965, 
and the related statements of income for the years then ended. Our examina¬ 
tions were made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the financial statements referred to above present fairly 
the financial position of Thrifty Drug Stores Co. Inc. and consolidated 
subsidiaries and of Thrifty Realty Company as of August 31, 1966 and 1965, 
the results of their operations and the sources and uses of funds for the 
years then ended, in conformity with generally accepted accounting principles 
applied on a consistent basis. 

ARTHUR ANDERSEN & CO. 


Los Angeles, California 
October 17, 1966 



Year 

Ended 

Aug. 31 

1937 

1938 

1939 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948 

1949 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 


THRIFTY DRUG STORES CO. INC. 


30-year summary of growth 


Stores in 


Income 



Earnings 

Operation 


Before 

Federal 


Per 

at End 


Federal 

Income 

Net 

Common 

of Year 

Sales 

Tax 

Tax 

Income 

Share 


30 

9,980,228 

388,233 

79,676 

308,557 

.% 

33 

10,904,670 

450,040 

108,744 

341,2% 

.08 

42 

11,715,054 

489,510 

92,659 

396,851 

.10 

51 

13,033,725 

687,431 

126,604 

560,827 

.14 

54 

14,504,554 

691,676 

166,497 

525,179 

.13 

58 

17,612,620 

897,157 

389,632 

507,525 

.13 

58 

21,491,972 

1,160,108 

678,466 

481,642 

.12 

60 

24,927,637 

1,214,581 

736,724 

477,857 

.12 

62 

26,378,236 

1,496,075 

1,014,763 

481,312 

.12 

64 

33,166,160 

2,063,900 

991,754 

1,072,146 

.26 

72 

39,394,636 

1,702,894 

647,341 

1,055,553 

.25 

78 

43,627,861 

1,843,148 

697,323 

1,145,825 

.27 

81 

45,332,129 

2,040,4% 

782,709 

1,257,787 

.30 

85 

45,922,589 

1,502,861 

465,051 

1,037,810 

.24 

94 

51,080,694 

2,226,794 

1,113,178 

1,113,616 

.27 

96 

54,037,718 

960,915 

447,515 

513,400 

.10 

103 

60,571,140 

1,813,172 

929,000 

884,172 

.21 

108 

63,119,443 

1,642,544 

886,000 

756,544 

.17 

114 

66,661,246 

2,010,127 

1,050,000 

960,127 

.23 

123 

74,875,140 

3,299,659 

1,724,000 

1,575,659 

.40 

129 

86,770,708 

4,469,500 

2,375,000 

2,094,500 

.55 

136 

97,711,814 

5,709,257 

2,980,000 

2,729,257 

.73 

145 

115,586,414 

7,899,608 

4,111,000 

3,788,608 

.88 

160 

134,195,005 

8,616,674 

4,470,000 

4,146,674 

.97 

178 

151,857,355 

8,735,821 

4,510,000 

4,225,821 

.99 

196 

170,172,752 

8,922,315 

4,633,500 

4,288,815 

1.01 

215 

189,042,972 

10,022,536 

5,215,000 

4,807,536 

1.13 

238 

210,815,840 

10,748,365 

5,329,000 

5,419,365 

1.19 

255 

226,819,103 

12,225,761 

5,929,000 

6,2%,761 

1.34 

272 

243,260,849 

13,820,922 

6,565,000 

7,255,922 

1.56 
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